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SPEECH 


OF 

II  OX.  WILLIAM  D.  KELLEY. 


The  House  being  as  in  Committee  of  the  Whole  for  debate  only — 

Mr.  KELLEY  said: 

Mr.  Speaker:  It  is  proper  that  I  should  express  my  thanks  t« 
the  House  for  having  set  apart  this  session  for  debate,  thus  en¬ 
abling  me  at  this  early  day  to  perform  my  duty  to  the  million  of 
republican  voters  who  were  wounded  and  grieved  by  the  tenor  and 
drift  of  the  remarks  of  the  gentleman  from  Maine,  [Mr.  Blaine,]  as 
well  as  by  many  of  his  express  allegations.  This  duty,  though  cheer¬ 
fully  assumed,  is  not  a  grateful  one.  For  twelve  years  the  gentleman 
and  I  have  been  associated  on  this  floor,  and  I  have  been  attached 
to  him  by  more  than  mere  party  ties.  Though  many  years  my  ju¬ 
nior,  I  have  found  pleasure  in  regarding  him  as  my  leader,  and  have 
ever  been  glad  to  promote  his  advancement.  Having  found  him  on 
the  side  of  the  weak  and  oppressed  throughout  the  great  struggle  now 
so  happily  terminated,  I  could  not  credit  the  rumors  which  prevailed 
at  the  opening  of  this  Congress  that  he  proposed  to  make  an  aggress¬ 
ive,  hard-money  speech,  and  was  pained  when  I  heard  the  Clerk 
read  the  resolution  offered  by  his  colleague  and  trusted  friend  [Mr. 
Hale]  on  the  15th  of  December,  declaring  that  prompt  legislative 
measures  should  be  taken  to  render  the  ill-judged  act  providing  for 
the  resumption  of  specie  payments  on  the  1st  of  January,  1879,  effect¬ 
ive  “  by  placing  in  the  hands  of  the  Secretary  of  the  Treasury  what¬ 
ever  power  may  be  necessary  to  that  end,”  and  saw  my  friend  give  it 
his  active  support. 

The  sad  condition  of  my  constituents,  who  are  mostly  skilled  work¬ 
men,  in  establishments  involving  hundreds  of  millions  of  capital  in- 
rested  in  land,  buildings,  machinery,  and  raw  materials,  when  I  re¬ 
turned  to  my  district  at  the  close  of  the  Forty-third  Congress  alarmed 
me.  It  seemed  to  imperil  the  welfare  of  my  country  and  the  contin¬ 
ued  supremacy  of  that  party  which  had  brought  it  safely  through 
the  great  and  protracted  trial  by  battle  which  was  finally  to  deter¬ 
mine  that  the  United  States  constitute  a  nation  to  which  American 
citizens  owe  primary  allegiance.  In  the  presence  of  this  grave  ap¬ 
prehension  I  devoted  my  time  thenceforward  till  the  assembling  of 
this  Congress  to  the  promotion,  by  the  use  of  voice  and  pen,  of  such  a 
sentiment  as  would  rescue  the  republican  party  from  responsibility 
for  a  financial  policy  which  was  inaugurated  by  President  Johnson’s 
Secretary  of  the  Treasury,  Hugh  McCulloch,  and  which  has  paralyzed 
the  energies  of  the  American  people ;  deprived  enterprise  of  a  field  for 
undertaking  in  every  part  of  our  broad  country ;  suspended  industry 
and  curtailed  production ;  reduced  the  value  of  every  species  of  prop¬ 
erty  save  untaxed  Government  loans,  thus  bankrupting  solvent  manu¬ 
facturers,  merchants,  bankers,  savings-banks,  and  other  corporations; 
which  has  robbed  old  men  of  the  garnered  results  of  long  lives  of  in- 
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(Justly,  thrift,  and  probity,  and  deprived  youth  of  just  training  for 
honorable  pursuits  in  manhood  by  dooming  it  to  enforced  idleness  ; 
has  reduced  hitherto  prosperous  employing  mechanics  to  poverty,  and 
industrious  laborers  to  pauperism;  has  added  fearfully  to  the  list  of 
suicides,  crowded  insane  asylums  with  suddenly  impoverished  patients, 
and  opened  as  their  only  refuge  station-houses  and  houses  of  correction 
to  thousands  of  men  and  women  who  would  find  happiness  in  endur¬ 
ing  the  penalty  of  the  primal  curse  could  they  he  permitted  to  earn 
their  bread  in  the  sweat  of  their  brow.  Between  the  gentleman  and 
myself  there  can  be  no  co-operation  on  this  subject,  and  here  and 
now,  in  the  name  of  more  than  a  million  of  republicans  who  ascribe 
all  these  terrible  consequences  to  the  attempt  of  the  Government  of 
a  debtor  nation,  whose  debt  is  largely  held  by  citizens  of  foreign 
countries,  to  effect  the  resumption  of  specie  payments  by  contracting 
a  volume  of  money  already  too  restricted  for  the  demands  of  our 
trade — in  their  name  I  protest  against  his  right  to  speak  in  this  be¬ 
half  for  the  republican  party  and  to  exclude  from  its  folds  whosoever 
may  dissent  from  the  plausible  but  impracticable  dogmas  formulated 
by  schoolmen  and  abstractionists  which  enslave  his  quick  and  power¬ 
ful  intellect,  and  against  his  right,  when  assuming  so  to  speak,  to 
charge  that  those  who  favor  the  rejjeal  of  the  law  under  which  the 
debtor  and  laboring  classes  are  being  ruthlessly  destroyed  with  de¬ 
manding  the  perpetuation  of  an  irredeemable  paper  currency  and 
with  menacing  the  honor  of  the  Government  and  the  prosperity  of 
the  American  people. 

Nor,  Mr.  Speaker,  must  my  protest  end  here,  for  the  more,  far  more 
than  a  million  honest,  earnest  republicans  for  whom  I  speak  will  re¬ 
proach  me  if  I  fail  also  to  protest  in  their  name  against  his  apolo¬ 
getic  concession  that  the  law  providing  for  the  issue  of  legal-tender 
paper  money  is  constitutional,  or  to  deny  the  correctness  of  his  as¬ 
sertion  that  in  the  acts  providing  for  its  issue  “the  Government” 
“  called  to  its  aid  a  power  never  before  exercised.”  They  will  also 
expect  me  to  repel  his  often  reiterated  denunciation  of  all  who  protest 
against  the  repeal  of  the  legal-tender  clause  as  inflationists.  They 
know  that  production,  consumption,  and  the  commerce  by  which  the 
products  of  labor  are  transferred  to  the  consumer  are  the  basis  of  pop¬ 
ular  prosperity  and  the  public  revenue,  and  that  these  exchanges  re¬ 
quire  a  competent  medium  of  exchange  in  adequate  volume,  and  they, 
therefore,  desire  to  keep  such  notes  in  circulation,  as  France  wisely 
does  the  inconvertible  paper  money  she  issues  in  time  of  war,  or  under 
other  exigency,  until  a  favorable  balance  of  trade  has  brought  into 
the  country  an  equal  amount  of  gold  and  silver  and  converted  it  into 
coin. 

Sir,  having  thus  protested  against  the  right  of  the  gentleman  to 
speak  on  this  subject  as  he  assumed  to  speak,  for  the  republican  party, 
let  me  proceed  to  examine  his  remarks  somewhat  in  detail.  This  is  not 
a  pleasant  duty,  for  I  shall  have  to  show  that  his  allegations  are  loose 
and  often  unfounded,  his  deductions  illogical  and  inconsequential,  and 
his  conclusions  untenable. 

Is  there  any  doubt  of  the  constitutional  power  of  Congress  to  es¬ 
tablish  paper  money  and  make  it  legal  tender!  The  Supreme  Court 
of  the  United  States  settled  this  question  by  confirming  the  constitu¬ 
tionality  of  the  acts  referred  to  by  the  gentleman,  and  in  doing  so  left 
no  room  for  such  eloquent  but  irrelevant  suggestions  in  support  of 
the  measure  as  he  would  rest  it  upon  by  quoting  language  imputed 
to  John  Milton.  Not  only  does  the  Constitution  empower  Congress 
to  emit  such  money,  hut  lays  upon  it  the  duty  to  do  it  when  the  exi- 
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gencies  of  the  people  or  Government  require,  as  it  had  already  twice 
done  in  time  of  peace,  and  maybe  compelled  by  any  of  several  causes 
to  do  again  and  from  time  to  time.  Does  the  gentleman  hold  that 
the  Government  may  delegate  the  execution  of  a  power  which  it  does 
not  possess?  That  it  may  not  he  will  admit  to  be  an  axiomatic  and 
indisputable  proposition,  yet  he  must  remember  that  in  both  acts  creat¬ 
ing  banks  of  the  United  States  Congress  delegated  the  power  of  issuing 
notes  which  should  be  a  legal  tender  in  payment  of  all  debts  and. 
obligations  due  the  Government,  and  therefore  have  the  quality  of 
general  acceptability  as  money  by  all  the  people  of  the  country. 

These  precedents,  sustained  by  frequent  decisions  of  the  Supreme 
Court,  must  have  done  much  to  mitigate  the  agony  under  which  the 
gentleman  would  have  us  believe  distinguished  Senators  voted  for 
the  legal-tender  bill,  when  without  the  money  established  by  it  the 
Government  would  have  been  hopelessly  helpless.  But,  sir,  had  these 
precedents  not  existed,  the  process  of  reasoning  by  which  the  power 
and  duty  to  furnish  the  Government  and  people  with  money  at  a  time 
when  the  Government,  the  banks,  nor  the  people  could  obtain  specie 
from  any  quarter  in  exchange  for  any  species  of  property,  or  upon  any 
security,  was  so  simple  and  conclusive  that  it  doubtless  occurred  to 
every  Senator.  The  argument  was  stated  thus  by  my  late  townsman 
and  friend,  Sidney  George  Fisher,  in  an  article  which  appeared  in  the 
North  American  Review  for  July,  1864  : 

One  power  which  every  government  of  a  civilized  people  must  possess  is  that  of 
providing  both  for  itself  and  for  the  people  a  circulating  medium,  for  the  simple 
reason  that  it  is  a  matter  of  absolute  necessity  to  both  which  the  government  alone 
can  supply.  A  circulating  medium  which  tile  people  do  in  fact  use,  which  both 
they  and  the  government,  oy  reason  of  controlling  natural  causes,  must  use,  is  the 
currency  to  which  the  power  and  the  duty  of  the  government  must  apply.  'Whether 
it  be  made  of  paper,  or  leather,  or  iron,  or  gold  and  silver,  or  any  other  material,  it 
is  money  if  the  people  do  and  must  use  it  as  money;  and  the  government  must  use 
it  too,  and  create  it  and  regulate  its  value,  or  he  shorn  of  an  essential  prerogative 
and  fail  in  the  performance  of  an  important  duty.  Had  our  Constitution  omitted 
entirely  a  grant  of  power  over  money,  the  power  must  have  been  implied ;  for  with¬ 
out  it  the  Government  would  have  been  unable  to  perform  any  of  its  functions. 
But  the  power  was  not  withheld,  while  in  the  process  of  time  it  has  happened  that 
paper  money  has  become  practically  that  which,  far  more  largely  than  coin,  both 
the  people  and  the  Government  must  use. 

The  restriction  implied  in  the  language  of  the  Constitution  refers  not  to  the 
power,  but  to  the  mode  in  which  it  is  to  be  exercised.  Now,  the  power  is  the  prin¬ 
cipal  thing,  the  manner  of  using  it  subordinate ;  the  first  is  permanent,  the  second 
changeable ;  the  first  substance,  the  second  attribute ;  the  first  essence,  the  second 
accident.  Therefore,  if  one  of  the  two  must  he  sacrificed,  the  second  must  yield  to 
the  first ;  for  without  the  first,  the  Government  is  wholly  impotent  either  for  its 
own  preservation  or  the  well-being  of  the  people.  The  truth  of  this  reasoning  will 
be  more  apparent  if  we  suppose  the  intention  of  the  Constitution,  according  to  the 
doctrine  of  the  narrow  school,  to  prohibit  the  use  of  paper  money  altogether  to  have 
been  actually  carried  out — that  there  were  no  bills  of  credit  emitted  either  by  the 
States  or  the  General  Government,  and  no  bank-notes.  It  might  become  physic¬ 
ally  impossible  for  the  Government  to  coin  money.  It  is  supposable  that  mines 
may  yet  he  discovered  in  California  or  elsewhere  so  rich  as  to  render  gold  and  silver 
too  plentiful  and  cheap  to  be  used  as  money.  Should  they  become  as  cheap  as  iron 
they  would  he  useless  as  instruments  of  exchange.  Or  they  might  become  so  scarce 
as  to  he  valueless  for  currency;  or  they  might  disappear  altogether,  as  they  have 
done  now.  Should  the  Government  coin  them,  they  would  instantly  vanish.  They 
would  fly,  as  they  have  flown,  into  brokers’  chests,  hank  vaults,  behind  the  wains¬ 
cots,  under  the  hearths,  into  stockings  and  old  coffee-pots  of  farm-houses.  Should 
it  become,  or  if  it  now  he,  impossible  for  the  Government  to  “coin  money"  while 
yet  it  is  possible  for  it  to  create  and  regulate  the  value  of  money  which  the  people 
do  use  and  must  use,  is  it  not  absurd  to  say  that  such  a  physical  impossibility  de¬ 
stroys  the  power  i  that,  because  the  power  cannot  be  exercised  in  one  specified  way, 
it  cannot  be  exercised  at  all,  though  another  way,  equally  beneficial,  he  open!  that 
we  who  now  own  the  Constitution  must  relinquish  the  "advantage  of  a  necessary 
power  out  of  a  superstitious  regard  to  a  restriction  which  time  has  shown  to  be  use¬ 
less  and  unwise  i  -  Surely  this  reasoning  would  he  unworthy  even  of  a  pie  poudre 
court. 
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Equally  forcible  and  of  higher  authority  is  the  following  from  ths 
©pinion  of  Alexander  Hamilton  in  reply  to  the  questions  as  to  the  con¬ 
stitutionality  of  the  act  chartering  the  first  Bank  of  the  United  States, 
submitted  to  his  Cabinet  by  Washington.  That  Washington  accepted 
this  view  is  proved  by  the  fact  that  he  signed  the  bill. 

Money  is  the  very  hinge  on  which  commerce  tnms.  And  this  does  not  mean 
merely  gold  and  silver ;  many  other  things  have  served  the  purpose  with  different 
degrees  of  utility.  Paper  has  been  extensively  employed.  It  cannot,  therefore,  be 
admitted  that  the  regulation  of  trade  between  the  States  as  it  concerns  themedium 
of  circulation  and  exchange  ought  to  he  considered  as  confined  to  coin.  It  is  even 
supposable  that  the  whole  or  the  greatest  part  of  the  coin  of  the  country  might  he 
carried  out  of  it. 

The  gentleman  said : 

With  the  strain  of  our  public  credit  and  the  doubts  and  vicissitudes  of  the  strug¬ 
gle  these  notes  had  fallen  far  below  par  in  gold,  and  it  became  apparent  to  every 
clear-headed  observer  that  the  continued  issue  of  legal-tenders,  with  no  provision 
for  their  redemption  and  no  limit  to  their  amount,  would  utterly  destroy  the  credit 
of  the  Government  and  involve  the  Union  cause  in  irretrievable  disaster.  But  at 
that  moment  the  military  situation,  with  its  perils  and  its  prospects,  was  such  that 
the  Government  must  have  money  more  rapidly  than  the  sale  of  bonds  could  fur¬ 
nish  it,  and  the  danger  was  that  the  sale  of  bonds  would  be  stopped  altogether  un¬ 
less  some  definite  limit  could  bo  assigned  to  the  issue  of  legal-tender  notes.  Ac¬ 
cordingly,  Congress  sought,  and  successfully  sought,  to  accomplish  both  ends  at 
the  same  time,  an  d  they  passed  a  bill  granting  one  hundred  millions  additional 
legal-tender  circulation — mating  four  hundred  millions  in  all — and  then  incorpo¬ 
rated  in  the- same  law  a  solemn  assurance  and  pledge  that  “the  total  amount  of 
United  States  notes,  issued  and  to  be  issued,  shall  never  exceed  1400,000,000.” 

This  paragraph  presents  a  strange  admixture  of  truth  and  error. 
It  ignores  the  causes  by  which  the  value  of  one  commodity,  gold,  had 
been  artificially  appreciated,  and  ascribes  the  rise  to  the  depreciation 
of  the  lawful  money  of  the  country,  which  was  the  standard  of  value 
for  all  exchanges  of  commodities  and  payments  except  those  of  duties 
on  imports  and  interest  on  Government  bonds.  It  must,  I  freely  ad¬ 
mit,  have  been  apparent  to  every  clear-headed  observer  that  the 
“continued  issue  of  legal  tenders,  with  no  provision  for  their  redemp¬ 
tion  and  no  limit  to  their  amount,  would  utterly  destroy  the  credit 
of  the  Government.”  But,  sir,  Congress  had  provided  that  the  notes 
should  he  redeemed  by  their  receivability  in  exchange  at  par  for  6  per 
cent,  bonds ;  and  the  gentleman  must  know  that  so  long  as  they  were 
thus  convertible  into  interest-hearing  bonds  they  remained  almost  or 
quite  at  par  with  gold,  and  that  it  was  the  action  of  the  Government 
repudiating  this  pledge  and  while  refusing  to  receive  them  for  cus¬ 
toms  duties  demanding  gold  in  payment  thereof,  that  imparted  an 
artificial  value  to  gold  and  precluded  the  possibility  of  its  use  as  a 
standard  by  which  to  measure  the  price  of  land  or  commodities.  But 
by  what  enactment  did  Congress  add  another  hundred  millions  to  the 
volume  of  legal-tenders,  which  made  four  hundred  millions  in  all, 
and  incorporate  therein  the  solemn  assurance  and  pledge  that  the 
total  amount  of  United  States  notes  issued  and  to  he  issued  should 
never  exceed  $400,000,000  ?  I  have  been  unable  to  discover  it.  It 
certainly  was  not  brought  to  the  attention  of  the  Supreme  Court  in 
the  famous  case  of  The  Banks  vs.  The  Supervisors,  reported  in  7  Wal¬ 
lace,  for  in  delivering  the  opinion  iu  that  case  the  Chief  Justice,  who 
was  Secretary  of  the  Treasury  at  the  time  all  of  the  acts  relating  to 
the  subject  were  passed,  says : 

The  act  of  February  26, 1862,  provided  for  the  issne  of  these  notes  to  the  amount 
of  $150,000,000  ;  the  act  of  July  11, 1862.  provided  for  another  $150,000,000  to  the  cir¬ 
culation,  reserving,  however,  $50,000,000  for  the  redemption  of  temporary  loans  to 
be  issued  and  used  only  when  necessary  for  that  purpose.  Under  the  act  of  March 
3,  1863,  another  issue  of  $150,000,000  was  authorized,  making  the  whole  amount 
authorized  $450,000,000. 
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Nor  does  the  Treasury  Department  appear  to  have  heen  aware  of  the 
fact  that  the  volume  of  legal-tender  notes  was  limited  to  §400,000,000, 
for  Hon.  William  A.  Eicliardson,  who  was  subsequently  Secretary  of 
the  Treasury  in  1872,  while  yet  Acting  Assistant  Secretary,  published 
a  volume  of  “practical  information”  concerning  the  public  debt  of 
the  United  States,  by  reference  to  page  39  of  which  I  find  that  the 
amount  of  legal-tenders  in  actual  circulation,  including  demand- 
notes,  reached  its  highest  point  about  August  31,  1865,  when  it  was 
$433,160,569,  and  that  it  was  first  reduced  below  $400,000,000  on  Sep¬ 
tember  1,  1866. 

Again  the  gentleman  said : 

A  lesson  might  he  learned  (hy  those  willing  to  he  taught  by  fact  and  experience) 
from  the  course  of  events  during  the  war.  When  we  had  one  hundred  and  fifty 
millions  of  legal-tender  in  circulation,  it  stood  for  a  long  while  nearly  at  par  with 
gold.  As  the  issue  increased  in  amount  the  depreciation  was  very  rapid,  and  at 
the  time  we  fixed  the  foux-hnndred-million  limit,  that  whole  vast  sum  had  less  pur- 
•  chasing  power  in  exchange  for  lands,  or  houses,  or  merchandise  than  the  hundred 
and  fifty  millions  had  two  years  before.  In  the  spring  of  1802,  $150,000,000  of  legal- 
tender  would  buy  in  the  market  $147,000,000  in  gold  coin.  In  June,  1664,  $400,000,000 
of  legal-tender  would  buy  only  $140,000,000  in  gold  coin. 

And  added  that — 

if  we  had  not  fixed  the  $400,000,000  limit  *  *  *  the  legal-tender,  with  all  its  vast 
capacity  for  good  in  a  great  national  crisis,  would  have  taken  its  place  in  history 
alongside  of  the  French  assignat  and  the  Continental  currency.  The  four-hundred- 
million  limit  happily  saved  us  that  direful  experience,  and  at  once  caused  the  legal- 
lender  to  appreciate. 

What  a  strange  confusion  of  fact  and  fancy  we  have  here  1  The 
greenback  was  only  saved  from  the  fate  of  French  assignats  hy  the 
force  of  a  limitation  which  did  not  exist,  and  was  in  fact  largely  ex¬ 
ceeded.  The  divergence  between  the  purchasing  power  of  the  green¬ 
back  as  applied  to  gold,  the  value  of  which  had  heen  artificially  en¬ 
hanced  hy  our  unwise,  if  not  unhallowed,  legislation,  is  applied  to 
lands,  houses,  and  merchandise  ;  and,  without  investigating  the  facts 
of  the  case,  hut  assuming  that  they  must  accord  with  his  preconceived 
theories,  the  gentleman  gives  us  statements  of  the  purchasing  power 
of  the  legal-tender  which,  hut  for  our  regard  for  him,  would  he  laughed 
to  scorn  in  view  of  the  facts  of  history.  Sir,  I  affirm, without  the  fear  of 
Euceessful  contradiction,  that  neither  the  alleged  depreciation  of  legal- 
tender  money  nor  the  actual  appreciation  of  gcldhad  ap  cr  ceptible  eftect 
upon  the  market  price  of  land  or  domestic  merchandise  in  any  part 
of  our  country.  In  particular  localities  special  causes  may  at  the  time 
have  raised  the  price  of  land  and  houses,  but  every  dealer  in  real  estate 
throughout  the  country  will  confirm  the  allegation  that  the  fluctua¬ 
tions  of  the  gold  market  had  at  no  time  an  appreciable  effect  upon 
the  price  of  real  estate.  How  was  it  yvith  merchandise  and  commod¬ 
ities?  Notwithstanding  the  glowing  assertion  of  the  gentleman  as 
to  the  increase  in  the  price  demanded  and  paid  for  them,  as  the  result 
of  a  depreciation  of  our  legal -tender  paper  money,  I  affirm  that  he 
does  not  believe  it ;  that  he  did  not  believe  it  when  preparing  his 
speech ;  that,  on  the  contrary,  he  knew  that  such  was  not  the  case. 
I  do  not  charge  him  with  conscious  misrepresentation,  for  he  is  incap¬ 
able  of  it.  His  preconceived  theory  required  the  facts  to  he  as  he 
stated,  and  he  assumed  that  they  must  he  so.  On  this  point  let  me 
bring  to  his  attention  an  authority  that  he  will  accept  as  absolutely 
conclusive.  If  he  will  turn  to  the  preceding  page  of  his  remarks, 
page  20  of  the  Eecord,  he  will  find  that  he  had  just  said : 

And  those  honest-minded  people  who  recall  the  startling  activity  of  trade  and 
the  large  profits  during  the  war,  and  attribute  both  to  an  inflated  currency,  com¬ 
mit  the  error  of  leaving  out  the  most  important  element  of  the  calculation.  They 
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forget  that  the  Government  was  a  customer  for  nearly  four  years  at  the  rate  of  two 
to  three  millions  of  dollars  per  day— buying  countless  quantities  of  all  staple  arti¬ 
cles  ;  they  forget  that  the  number  of  consumers  was  continually  enlarging  as  our 
armed  force  grew  to  its  gigantic  proportions,  and  that  the  number  of  producers 
was  by  the  same  cause  continually  growing  less,  and  that  thus  was  presented,  on  a 
scale  of  unprecedented  magnitude,  that  simple  problem,  familiar  alike  to  the  politi¬ 
cal  economist  and  the  village  trader,  of  the  demand  being  greater  than  the  supply, 
and  a  consequent  rise  in  the  price.  Had  the  Government  been  able  to  conduct  the 
war  on  a  gold,  basis  and  provide  the  coin  for  its  necessarily  large  andlavish  expend¬ 
iture,  a  rise  in  the  price  of  labor  and  a  rise  in  the  value  of  commodities  would  have 
been  inevitable.  And  the  rise  of  both  labor  and  commodities  in  gold  would  have 
been  for  the  time  as  marked  as  in  paper. 

Yes,  the  gentleman  was  correct  in  saying  the  rise  of  the  prices  of 
labor  and  commodities  in  gold  would,  under  the  circumstances,  have 
been  for  the  time  as  marked  as  in  paper.  He  then  saw  that  it  was 
the  law  of  supply  and  demand,  and  not  the  volume  or  the  quality  of 
our  money,  that  so  increased  the  price  of  merchandise.  And  I  pause 
here  to  ask  whether,  if  the  million  of  laborers  who  are  now  wasting 
their  lives  in  involuntary  idleness  were  permitted  to  work  at  their  re¬ 
spective  avo  cations,  their  wages  would  not  pay  for  and  their  consump¬ 
tion  create  a  demand  as  great  as  that  created  by  the  war  ?  But  was 
it  thefonr-hundred-million  limit  or  any  other  limit  that  saved  the  legal 
tenders  from  perishing  like  French  assignats  and  Continental  money  ? 
The  law  limiting  the  volume  of  legal-tenders  to  $450,000,000,  fifty  mill¬ 
ions  of  which  were  to  be  held  in  reserve  for  emergencies,  was  approved 
March  3,  1863 ;  and,  as  I  have  shown,  the  volume  of  legal-tender 
notes  steadily  increased  until  about  August  31,  1865,  and  stood  for 
a  year  thereafter  above  $400,000,000.  The  volume  outstanding  on 
the  30th  of  June  of  each  of  the  years  I  shall  refer  to  in  order  to  test 
this  question,  as  stated  in  the  report  of  the  Treasurer  of  the  United 
States  for  the  fiscal  year  ending  Juno  30,  1873,  which  I  have  before 
me,  was : 

June  30, 1863 . $411, 223,  045 

June  30, 1864 . .  649,  094,  073 

June  30, 1865  .  698, 918, 800 

These  figures,  it  will  be  perceived,  confirm  the  statement  of  Mr. 
Eichardson  that  the  volume  of  legal- tender  notes  in  circulation  con¬ 
tinued  to  increase  until  August,  1865. 

Now,  sir,  let  us  bring  to  the  test  of  experience  the  theory  of  the 
gentleman  that  the  price  of  all  commodities,  including  gold,  was  reg¬ 
ulated  by  the  volume  of  legal-tenders  in  circulation.  It  will  not  he 
difficult  to  ap  ply  the  test,  for  the  Bankers’  Almanac  gives  us  the  price 
of  gold  on  every  day  of  each  of  the  years  to  he  referred  to,  and  shows 
that  its  range  was  vastly  lower  during  the  year  1865,  when  the  volume 
of  legal-tenders  was  at  its  maximum,  than  it  had  been  in  1864  or  was  in 
1866,  after  Mr.  McCulloch’s  scheme  of  resuming  specie  payments  by 
contracting  the  lawful  money  of  the  country  had  been  inaugurated. 
In  order  that  gentlemen  may  study  these  facts  I  will  hand  to  the  re¬ 
porters  for  insertion  an  exhibit  showing  the  premium  on  gold  in  New 
York  for  the  months  of  June,  July,  August,  September,  and  October 
of  the  years  1864,  1865,  and  1866.  During  July,  1864,  the  premium 
ranged  at  from  166f  to  185 ;  in  July,  1866,  from  47  to  55f,  while  in 
the  same  month  of  1865  it  reached  45  on  hut  one  day  during  the  first 
twenty-six  days  of  August.  In  1864  it  never  sank  so  low  as  150  dur¬ 
ing  the  entire  month  of  August.  In  1866  it  dropped  for  hut  one  hour 
as  low  as  46-^.  and  its  general  range  was  from  47 i  to  52J.  During  the 
month  of  August,  1865,  when,  as  I  have  said,  the  legal-tender  money 
of  the  country  was  at  its  maximum,  it  hut  once,  and  for  a  few  min¬ 
utes  only,  sold,  up  to  45J,  with  no  other  sale  that  was  not  below  45. 
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Exhibit  showing  premium  on  gold  at  Yew  York  during  the  months  of 
June,  July,  August,  September,  and  October,  for  the  years  1864,  1865, 
and  1866.  > 

1864. 


Date. 

June. 

July. 

August. 

September. 

October. 

1 . 

87J-  891 

1-22  -150 

151  -159 

143  -1481 

90  -  93f 

2 . 

89| —  91 

130  -150 

153  -158* 

143*— 154* 

Sunday. 

3 . 

901-  92J 

Sunday. 

1 561-1583 

136  -1431 

89  -  911 

4 . 

90J-  91 

Holiday. 

Fast-day. 

Sunday. 

90  -  921 

5 . 

Sunday. 

135  -149 

157J-161i 

135  -1431 

891-  911 

6 . 

934-  944 

143  -16 14 

1591-161-1 

1401-142 

921-  97 

1  ................. 

92  -  94 

162  -173 

Sunday. 

1403-1421 

98  -104 

8 . 

93  -  93J 

166f-1764 

1561-1 59i 

1357—141 

961-1031 

9 . 

95  -  981 

160  -175 

1521-155* 

134f-126 

Sunday. 

10 . 

984-  98J 

Sunday. 

1543—1553 

118  -1281 

96  -  99 

11 . 

94*-  98 

176  -185 

153J-1561 

Sunday. 

983-103* 

12 . 

Sunday. 

171  -182 

15o* — io  *  * 

1131-125 

1021-1041 

13 . 

95|-  961 

168J-173 

1543-1561 

1171-123 

1033-109J 

14 . 

90*-  98 

158  -168 

Sunday. 

123J-128 

108  -1171 

15 . 

96J-  97-| 

144  -156 

155^—156^ 

1281-1291 

1131-120 

16 . 

97  -  971 

14-4-1614 

155|-1561 

1244-128 

Sunday. 

17 . 

961-  9  of 

Sunday. 

1551-157 

1207-1233 

1181-1221 

18 . 

954-  954 

1544-1614 

157  -153 

Sunday. 

1061-115 

19 . 

Sunday. 

1584-1681 

157  -1573 

1233-1261 

1071-1113 

20 . 

93  -  981 

161  -1631 

156*— 157* 

123  -126J 

1061-1111 

21 . 

99  -108 

1564-160 

Sunday. 

120  -122 

107 *-109 

22 . 

110  -130 

1504-157-1 

156^-157* 

116  -121-1 

1093-1131 

23 . 

105  -123 

1531-156 

1573-1581 

111  -117 

Sunday. 

24 . 

113  -117 

Sunday. 

154*-157 

100  -112 

1121-1163 

25 . 

114  -120 

155J-1581 

1543-1551 

Sunday. 

1141-1183 

2  f> . 

Sunday. 

1571-1594 

153-3-156 

95  -  981 

112*-117 

27 . 

121  -140 

154  -1574 

145  -153 

921-  95 

1143-116 

28 . 

134  -140 

144  -152 

Sunday. 

95  -105 

1153-1171 

29  ... 

135  -150 

150  -153* 

1353-145 

941-102 

117J-1211 

30 . 

145  -150 

153  -153 

1313-136 

91  -  944 

Sunday. 

31 . 

Sunday. 

134  -143 

1211-1271 

1865. 

i . 

Holiday. 

3?§-  41 

44  -  44J 

44J-  45 

Sunday. 

2 . 

37£-  3^£ 

Sunday. 

4o  -  45§ 

441-  44$ 

443-  441 

3 . 

36*-  37 

33  -  404 

441 —  44| 

Sunday. 

44*-  441 

4 . 

Sunday. 

Holiday. 

433-  44J 

433-  441 

44J-  46* 

5 . 

35|—  36J 

394-  404 

433-  43| 

344-  44| 

46*-  47 

6 . 

36 4-  37f 

381-  394 

Sunday. 

441-  45 

461-  49 

7 . 

36|-  37-4 

394-  39f 

431-  44 

444-  44| 

40  -  46f 

8 . 

37| —  38 

39f-  404 

44g-  45J 

441-  44f 

Sunday. 

9 . 

374-  38 

Sunday. 

431-  441 

44t*-  44 1 

451-  401 

10 . 

37J-  37J 

39§—  404 

421-  43f 

Sunday. 

441-  45* 

11 . 

Sunday. 

394-  404 

40-1-  42 

44*-  44* 

441-  453 

12 . 

384-  401 

40|—  42 

40*-  42 

431-  441 

45  -  45* 

13 . 

40J-  421 

41f—  42* 

Sunday. 

433-  431 

44f-  45 

14 . 

404-  42f 

428-  434 

421-433 

43J-  431 

44|—  443 

15 . 

434-  47J 

414-  424 

403-  41f 

42|-  4:(i 

Sunday. 

16 . 

424-  454 

Sunday. 

411-  423 

421-  421 

45  -  45£ 

17 . 

434-  454 

42  -  43 

41§—  42| 

Sunday. 

451-  46* 

18 . 

Sunday. 

43  -  43f 

421-  433 

431-  433 

46  -  46* 

19 . 

404-  43J 

42  -  434 

431-  441 

43§—  44 

46*—  47 

20 . 

37J-  39* 

423-  421 

Sunday. 

433-  433 

46  -  40* 

21 . 

40  -  41-| 

424-  42§ 

443-  44f 

433-  mi 

453-  461 

22 . 

41 |-  434 

421-  42J 

431-  43J 

433-433 

Sunday. 

23 . 

404-  424 

Sunday. 

431-  433 

431-  4:13 

45*-  46* 

24 . 

41|-  421 

42f-  431 

43§-  43  J 

Sunday. 

46  -  463 

25 . 

Sunday. 

43  -  431 

433-  44 

43  -  453 

45*-  461 

26 . 

394-  4if 

42|-  433 

44  -  44* 

431-  44 

441-  45$ 

27 . 

4lf—  424 

43J-  443 

Sunday. 

431-  441 

451-  45f 

28 . 

39|-  41| 

44£-  46 

43§—  441 

433-  443 

451-  45* 

29 . 

38-4-  39 

44*-  45* 

443-  44 3 

44  -  441 

Sunday. 

30 . 

33  -  414 

Sunday. 

437-  443 

437-  413 

451-  4.51 

31 . 

43J-  43f 

44J-  44* 

45J-  461 
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Exhibit  showing  the  premium  on  gold  at  New  Fork,  <f-e. — Continued. 
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Date. 

J  nne. 

July. 

August. 

September. 

October. 

1 . 

Ho  board. 

Sunday. 

48§—  49} 

451-  47} 

45| —  46g 

2 . 

40 J-  41 | 

538-  55} 

475-  48} 

Sunday. 

47}-  48f 

3 . 

Sunday. 

525-  53} 

47}-  48} 

44}-  45} 

47}-  48} 

4 . 

40.V-  44 

Holiday. 

465—  48 

453—  46} 

43}—  48} 

5 . 

43-1-  46| 

524-  53f 

Sunday. 

46}-  47} 

48f-  49g 

6 . 

44E-  45-g 

53}-  54} 

47}-  48 

45}-  40} 

48}-  49} 

7 . 

423-  45* 

53}-  544 

47§-  47| 

4:73-  46 

Sunday. 

8 . 

■I'i-  41J 

Sunday. 

49  -  49 

46}-  47} 

48f-  49§. 

9 . 

39£-  40 

51-8-  53} 

48} 

Sunday. 

48}-  49g 

10 . 

Sunday. 

48}-  49} 

48}—  48} 

46}-  46} 

49}-  51-3 

11 . 

37g-  394 

491-  50| 

48b-  49 

45}-  40} 

51  -  53§ 

12 . 

414-  43:1 

491-  51} 

Sunday. 

45$—  45\ 

50}-  53} 

13 . 

42J-  45| 

52}—  534 

49&-  49£ 

45}-  46} 

523-  54§ 

14 . 

45 jj-  47 1 

52  -  52} 

49}-  50} 

445-  45} 

Sunday. 

15 . 

47  g—  49} 

Sunday. 

50}-  52} 

44}-  45 

50g-  5 

16 . 

543—  60 

481-  49} 

513-  52} 

Sunday. 

47g-,  50} 

17 . 

Sunday. 

49  -  51} 

50|-  0I4- 

44}-  45* 

47}—  48| 

18 . 

55 J-  67-J 

49  -  50} 

413-  51 

44*-  45} 

47}—  48|- 

19 . 

491-  541 

50}—  50} 

Sunday. 

45  -  45} 

48  -  49} 

20 . 

51-5-  531 

49}-  50-5 

48}—  48} 

44}-  45} 

455-  49 

21 . 

484—  50} 

49  -  50} 

47}-  48} 

43}—  44 

Sunday. 

22 . . . 

48J-  493 

Sunday. 

473-  493 

43}-  435 

45}-  465 

23 . 

513-  531 

508-  51} 

493-  51 

Sunday. 

453-  47} 

24 . 

Sunday. 

50  -  50} 

48}-  50} 

43}-  443 

47-  48} 

25 . 

52  -  53} 

494-  50} 

46J-  48 

44}-  44} 

46}-  48 

26 . 

54b-  57 

494-  50 

Sunday. 

44}-  45} 

47  -  48} 

27 . 

544-  56 

4Hf-  50} 

46-}-  48} 

44}-  45} 

453-  46 l 

28 . 

51}-  54} 

50  -  50} 

483—  493 

44  J-  45} 

Sunday. 

29 . 

53§-  55 

Sunday. 

4.-'}-  48} 

45|-  46} 

45}-  46} 

30 . 

52}-  54 

47  -  48 

473-  48} 

Sunday. 

40  -  40» 

31 . 

48g-  49-} 

47 g-  48 

45}-  46g 

The  gentleman,  while  disclaiming  the  championship  of  the  national 
hanks,  defended  the  system  and  spoke  of  “  its  strength  and  solvency  in 
time  of  financial  disaster.”  1  invite  his  attention  to  the  fact  that  when 
the  contraction  of  the  money  of  the  country  brought  on  the  disaster 
of  September,  1873,  the  national  banks  were  the  first  chartered  insti¬ 
tutions  to  succumb ;  that,  while  they  were  contracting  their  loans 
and  ruining  those  customers  who  had  borrowed  their  credit  on  mar¬ 
ketable  securities  by  sacrificing  their  collaterals,  they  were  refusing 
to  redeem  their  own  notes  in  greenbacks  orto return  even  in  their  own 
notes  to  depositors  the  sums  they  had  deposited  with  them.  Does  he 
not  remember  that,  when  holding,  as  they  did,  many  hundreds  of 
millions  of  deposits,  they  refused  to  pay  any  part  of  this  vast  confi¬ 
dential  indebtedness,  and  handed  to  depositors  certificates  of  indebt¬ 
edness,  by  the  sale  of  which,  at  discounts  ranging  from  4  to  8  per 
cent.,  they  could  obtain  money  with  which  to  redeem  the  collaterals 
held  by  these  same  insolvent  banks  ?  The  people  remember  these 
facts,  and  remember  also  that,  while  thus  proclaiming  their  inability 
to  meet  their  obligations,  they,  with  sublime  impudence,  announced 
to  the  country,  that  they  issued  these  depreciated  certificates  of  in¬ 
debtedness  in  order  to  prevent  the  Government  from  making  a  fur¬ 
ther  emission  of  legal-tender  money.  Where  was  their  strength  and 
solvency  in  that  time  of  financial  disaster  ?  Had  there  been  no  bank¬ 
notes  ;  had  the  currency  of  the  country  been,  as  it  should  always  be, 
legal-tender  money  emitted  by  the  Government,  the  men  who  sold  the 
certificates  of  these  greedy  and  mismanaged  banks  at  various  rates  of 


11 


discount  would  have  been  saved  the  sacrifice  inflicted  upon  them  by 
the  corporate  consumers  of  the  profits  that  should  reward  labor  and 
well-directed  enterprise. 

•Very  far  from  making  a  fair  statement  of  the  position  of  those  he 
denounces  as  inflationists  is  the  gentleman  when  he  speaks  of  “the 
confusion,  the  distress,  the  ruin  that  would  result  from  forcing  twenty- 
one  hundred  banks  suddenly  to  wind  up  their  affairs  with  nearly 
§1,000,000,000  due  them.”  “  The  commercial  fabric,”  says  he,  “rests 
upon  the  bank  credits,  and  nothing  short  of  financial  lunacy  would 
demand  their  rude  disturbance.”  IV  ho,  I  ask,  would  rudely  disturb  the 
banks  ?  Not  I  or  any  of  the  million  of  republican  s  who  sympathi  ze  with 
me  on  this  question  of  currency  and  finance.  We  do  not  believe  that 
their  existence  depends  on  the  profit  they  make  on  circulation  ?  Does 
the  gentleman  mean  to  imply  that  they  are  so  weak  that,  if  the  profit 
on  circulation  be  withdrawn,  they  must  suddenly  wind  up  and  go  into 
bankruptcy  or  liquidation  ?  Do  they  not  assure  us  that  the  profit  on 
circulation  is  so  inconsiderable  that  to  induce  them  to  maintain  it 
we  must  repeal  certain  taxes  now  imposed  on  them?  Does  not  the 
Comptroller  of  the  Currency  tell  us  that  to  the  banks  of  large  cities 
the  privilege  of  issuing  notes  is  without  value,  and  that  many  of  them 
have  refused  to  put  the  notes  to  which  they  were  entitled  into  circu¬ 
lation  ?  Has  if  been,  I  ask  the  gentleman,  from  profits  on  circulation 
that  the  banks  have  added  §131, 000, 000  of  surplus  to  their  capital 
while  making  large  semi-annual  dividends,  and  some  of  them  occasion¬ 
ally  making  a  dividend  of  100  per  cent.  ?  The  idea  is  preposterous, 
as  preposterous  as  it  is  to  suggest,  as  the  gentleman  does,  that,  if  a 
like  number  of  greenbacks  of  like  denominations  should  be  gradu¬ 
ally  substituted  for  national-bank  notes,  the  process  would  so  inflate 
the  currency  that  the  banks  would  refuse  to  convert  their  bonds  into 
lawful  money  for  banking  purposes. 

The  plan  I  and  my  colaborers  suggest  could  produce  no  shock,  and 
could  not  inflate  the  currency.  It  is  this:  The  United  States  Treas¬ 
ury  is  the  redemption  agency  for  the  banks,  and  we  would  have  it  re¬ 
tain  all  bank-notes  that  come  in  until  those  of  any  bank  should  reach 
the  amount  of  §900,  when,  instead  of  returning  its  notes  to  the  bank, 
the  Treasurer  should  carry  to  the  books  and  vaults  of  the  Treasury 
§900  in  legal-tender  notes  of  like  denominations  with  the  bank-notes 
canceled  and  destroyed,  and  return  to  the  bank  instead  of  §900  in 
its  notes  §1,000  in  its  bonds  deposited  to  secure  the  payment  of  its 
notes.  Thus  would  the  Government  assume  its  prerogative  of  issuing 
the  money  of  the  country  without  disturbing  the  business  of  anybank, 
banker,  or  merchant  in  the  country.  The  operation  would  neither  in¬ 
flate  nor  contract  the  currency,  but  would  withhold  from  those  who 
are  rich  enough  to  own  and  deposit  bonds  the  special  privilege  of 
dividing  with  the  Government  its  highest  prerogative,  that  of  coining 
money  and  regulating  the  value  thereof,  and  the  §20,000,000  in  gold 
now  paid  them  for  exercising  the  privilege. 

In  referring  to  the  crisis  of  1873,  the  gentleman  attributed  it  to  the 
undue  expansion  of  credit.  In  this  he  was  right ;  but,  judging  from 
the  general  spirit  of  his  remarks,  I  am  inclined  to  think  that  in  this 
particular  he  “  builded  better  than  he  knew.”  It  was  the  undue  ex¬ 
pansion  of  credit  consequent  upon  a  contraction  of  the  lawful  money 
of  the  country  that  gave  room  for  the  inflation  of  private  credit  and 
brought  on  the  crisis  of  1873. 

Mr.  Speaker,  nothing  is  taught  with  more  constant  reiteration  by 
the  experience  of  England  and  the  United  States,  than  that  a  pro¬ 
tracted  contraction  of  the  money  of  a  country  is  the  sure  precursor  of 


■wild  inflation  of  private  credit.  The  most  recent  illustration  of  this 
law, as  inflexible  as  that  of  gravitation,  is  furnished  by  the  course  of 
events  in  this  country  between  1865  and  1873.  In  the  former  year  we 
had  about  two  thousand  millions  of  money.  It  was  inconvertible,  ft 
was  not  all  in  the  form  of  currency.  We  had,  as  I  have  shown,  hut  a 
little  more  than  four  hundred  and  thirty-three  millions  of  demand 
and  legal-tender  notes,  hut,  as  appears  by  the  Treasurer’s  report  for 

1873,  to  which  I  have  already  referred,  we  had  compound-interest 
notes,  one-year  notes,  two  years’  notes,  two  years’  coupon-notes,  all  of 
which  were  made  legal-tender  by  the  acts  authorizing  their  issue ;  and 
we  had  other  obligations  which  the  banks  were  allowed  to  hold  as  re¬ 
serve,  and  which,  therefore,  enabled  them  to  keep  the  entire  body  of 
every  form  of  circulating  medium  in  operation.  Private  credit  was 
then  so  contracted  that  commercial  paper  failed  to  afford  employment 
to  the  funds  of  the  hanks,  one-half  of  their  available  resources  was 
invested  in  various  forms  of  Government  loans,  and  they  held  one- 
fourth  of  our  national  debt,  keeping  the  interest  thereon  payable  at 
home  and  to  our  own  people.  The  farms,  factories,  workshops,  and 
homes  of  the  country  were  then  freer  from  mortgage  and  judgment 
debt  than  they  had  ever  been.  Suits  at  law  upon  direct  contract  to 
pay  money,  such  as  on  promissory  notes,  drafts,  and  checks,  were  of 
rare  occurrence.  By  furnishing  the  people  with  an  available  medium 
of  exchange  the  Government  had  stimulated  production,  cash  pay¬ 
ments  had  taken  the  place  of  credit,  and  the  business  of  the  country 
was  on  a  sound  basis.  But  as  the  Government  withdrew  the  legal- 
tender  money  before  a  favorable  balance  of  trade  or  any  agency  of 
the  Government  could  substitute  metallic  money  therefor,  cash  pay¬ 
ments  became  impracticable,  the  use  of  private  credit  increased,  and 
a  crisis  became  inevitable;  the  only  question  being,  when  will  it  occur? 

In  the  remarks  I  had  the  honor  to  make  to  the  House  January  10, 

1874,  in  support  of  my  interconvertible-bond  bill,  I  illustrated  the  in' 
variable  law  that  the  expansion  of  private  credit  always  ensues  upon 
a  contraction  of  the  money  of  a  country,  by  reference  to  the  condition 
of  the  hanks  of  New  York  from  1865  to  1873  inclusive.  Permit  me  to 
invite  your  attention  to  a  part  of  what  I  then  said : 

Sir,  I  invite  the  attention  of  gentlemen  to  a  table  ■which  is  most  significant  on 
tins  point.  It  is  a  table  of  the  loans  and  discounts,  the  capital  and  surplus,  the  in¬ 
dividual  deposits,  and  the  legal-tender  reserves  of  the  national  hanks  on  the  1st  of 
October  in  each  year,  from  October,  1865,  to  September  12,  1873.  In  1865  the  loans 
and  discounts  were  $487,000,000  and  the  legal-tender  reserve  was  $189,000,000.  In 
1873,  the  $487,000,000  of  loans  and  discounts  had  swollen  to  $944,000,000  and  the  re¬ 
serve  had  shrunk  from  $189,000,000  to  $113,000,000.  Thus  it  is  shown  that  as  yon 
contract  the  money  you  enslave  labor  and  enterprise,  consolidate  capital,  and  raise 
the  rates  of  interest,  building,  as  I  said,  an  inverted  pyramid,  which,  sooner  or 
later,  must  topple,  involving  Si  in  destruction.  But  let  the  figures  tell  their  own 
story : 


Year. 

Loans  and 
discounts. 

Capital  and 
surplus. 

Individual 

deposits. 

Legal-tender 

reserve. 

1865 . 

$487, 170, 136 
603,  247,  503 
609,  075,  214 
657,  668,  847 
682, 883, 106 
715,  928,  080 
831,  552, 210 
872,  520, 104 
944,  220, 116 

$431,  970,  586 
468,  638, 246 
486,  769,  002 
498,  620,  272 
502,  554,  485 
524,  460,  740 
559,  368,  367 
589,  886,  600 
611,  387, 115 

$549,  081, 254 
597,  960,  993 
568, 212,  337 
603,  084,  550 
523,  029,  491 
512,  765,  708 
626,  774,  021 
625,  708,  307 
622, 685,  563 

$189,  988, 496 
205,  770,  641 
157,  439,  099 
156,  047,  205 
129, 564, 295 
122,  669,  577 
134, 489, 735 
118,  971, 104 
113, 132, 662 

1867 . 

1868 . 

1869 . 

1870 . 

1871 . 

1872 . 

1873 . 
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Gentlemen  will  do  well  to  examine  other  features  of  this  table  than 
those  to  which  I  then  referred.  They  will  notice  that  in  1865  the 
condition  of  the  business  men  of  the  country  was  so  prosperous  that 
while  the  loans  and  discounts  of  the  banks  amounted  to  but  $487,- 
000,000  they  held  individual  deposits  to  the  amount  of  $549,000,000  ; 
the  deposits  of  individuals  exceeded  the  loans  and  discounts  by 
§62,000,000,  and  the  legal-tender  reserve  was  about  $190,000,000. 

Reference  to  the  same  columns  for  1873  shows  that  the  loans  had 
very  nearly  doubled,  being  then  $944,000,000 ;  that  individual  deposits, 
notwithstanding  this  great  increase  of  discounts,  were  but  $622,000,000, 
and  that  the  legal-tender  reserve  had  with  this  vast  increase  of  re¬ 
sponsibility  on  the  part  of  the  banks  shrunk  from  $190,000,000  to 
$113,000,000.  The  crisis  was  not,  as  the  gentleman  would  have  us  be¬ 
lieve,  the  result  of  a  full  volume  of  paper  money.  It  was,  as  I  have 
said,  the  result  of  the  undue  inflation  of  corporate  and  individual 
credit,  which  inflation  was  the  inevitable  result  of  a  protracted  con¬ 
traction  of  a  volume  of  money  to  which  the  business  of  the  country 
had  adjusted  itself.  He  said  we  are  suffering  from  “one  of  those 
periodical  revulsions  in  trade  common  to  all  commercial  nations,  and 
which  thus  far  no  wisdom  of  legislation  has  been  able  to  avert.”  The 
remark  is  too  broad.  It  is  not  true  of  all  commercial  nations.  Those 
periodical  revulsions  have  been  confined  to  Great  Britain  andtheUnited 
States,  and  result  in  each  country  from  the  Government  restricting  the 
volume  of  money  and  forcing  business  meu  to  trade  on  private  credit. 
France  has  never  been  subject  to  such  periodical  revulsions,  and  Ger¬ 
many  is  nowfor  the  first  time  experiencing  one  as  the  result  of  her  reck¬ 
less  demonetization  of  silver  and  her  suppression  of  all  bank-notes  for 
less  than  £5  or  $25  in  order  to  bring  gold  into  use.  Caught  by  the 
glittering  plausibilities  of  schoolmen  and  abstract  thinkers,  she  has 
attempted  to  improve  the  quality  of  her  money,  the  mere  tool  of  trade, 
and  has  so  disturbed  and  contracted  the  legal  money  of  the  empire 
that  her  industries  are  as  prostrate  as  our  own,  her  revenues  fall  off, 
and  her  laboring  people  for  the  first  time  know  what  those  of  Great 
Britain  and  America  suffer  under  the  periodical  revulsions  consequent 
upon  the  collapse  of  inflated  credit. 

That  was  an  unfortunate  reference  the  gentleman  made  to  California. 
He  held  her  up  as  an  example  of  prosperity  to  be  envied  by  the  suffer¬ 
ing  people  of  her  sister-States,  and  ascribed  her  prosperity  to  her  repu¬ 
diation  and  nullification  of  the  legal-tender  law.  Sir,  it  may  be  an 
act  of  temerity,  but  I  am  prepared  to  present  her  as  a  warning  to  those 
citizens  of  other  States  who  believe  that  by  contracting  the  volume  of 
money  they  can  promote  the  welfare  of  the  people  or  hasten  the  day 
when  prosperity  shall  again  dwell  within  our  borders.  In  natural 
gifts  and  geographical  position  California  excels  any  other  State  of  the 
Union.  In  abundance,  variety,  value,  and  accessibility  her  resources 
exceed  those  of  any  other  State  or  nation.  She  is  as  accessible  by  ocean 
voyage  to  Caucasian  emigrants  as  are  the  island  provinces  of  Eng¬ 
land.  She  is  by  rail  within  six  days  of  the  cities  of  the  East,  crowded 
with  skilled  and  aspiring  workmen.  She  is  the  exclusive  American 
producer  of  quicksilver,  her  mines  of  cinnabar  being  many  and  rich. 
I  need  not  refer  to  her  wealth  in  gold  and  silver  or  her  production  of 
wheat,  wine,  and  wool.  The  world  knows  how  great  it  is,  for  it  enters 
as  a  distinct  item  into  national  statistics.  In  recent  years  her  lands 
have  yielded  unusually  large  crops  per  acre  of  superior  tobacco,  and 
in  the  Merced  and  other  valleys  cotton  is  now  grown  with  profit. 
She  has  the  only  great  deposit  of  tin,  that  of  San  Bernardino,  yet  discov¬ 
ered  on  this  continent,  and  is  not  without  coal,  copper,  and  iron.  She 
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has  lakes  of  boras,  mountains  of  sulphur,  and  produces  (he  fruits  of 
the  world,  growing  strawberries  in  the  open  air  more  than  nine  months 
in  the  year-  Her  climate  is  as  healthful  and  delicious  as  that  of  Sicily, 
of  which  she  is  an  enlarged  and  improved  edition.  No  other  State 
presents  so  many  or  such  great  attractions,  yet  measured  by  all  that 
makes  the  true  greatness  of  a  State  she  is  one  of  the  least  progressive 
of  the  American  sisterhood.  Shunned  by  men  of  enterprise  whose 
capital  is  limited,  her  wealth  does  not  attract  the  laboring  masses  of 
the  Eastern  States,  Great  Britain,  or  the  continent.  While  immigrants 
have  flown  into  the  cold  Northwest  by  the  thousand,  they  have  hardly 
gone  into  California  by  the  score,  and  her  laboring  classes  are  pariahs, 
who  do  not  speak  our  language  or  seek  to  establish  an  interest  in  our 
country  by  acquiring  homes  or  land,  so  that  there,  among  the  golden 
sands  and  verdant  fields  of  California,  is  the  land  owned  by  a  few 
capitalists  and  the  labor  performed  by  homeless  wanderers.  Do  I  exag¬ 
gerate  the  picture  ?  Let  facts  speak. 

Let  me  compare  herwith  States  of  her  own  age  who  are  almost  ab¬ 
solutely  without  mineral  resources,  whose  summers  are  brief,  whose 
winters  long  and  severe,  whose  farms  lie  nearly  two  thousand  miles 
from  the  seaboard,  the  profit  on  whose  products  is  greatly  reduced 
by  the  immense  cost  of  bringing  them  to  market,  and  the  cost  of 
the  manufactured  articles  they  consume  enhanced  by  the  fact  that 
they  have  to  traverse  the  same  long  lines  of  transportation.  Let  me 
compare  California  with  Iowa,  Wisconsin,  or  Minnesota.  In  order 
to  do  this  justly,  we  must  bear  in  mind  the  fact  that  California  was 
admitted  to  the  Union  September  9,  1850 ;  that  Iowa,  having  been  ad¬ 
mitted  December  28, 1846,  had  preceded  her  not  quite  four  years;  that 
Wisconsin  was  admitted  May  29, 1848,  preceding  her  a  little  more  than 
two  years,  and  that  Minnesota  was  admitted  May  11, 1858,  and  is  there¬ 
fore  nearly  eight  years  her  junior.  IIow  do  these  purely  agricultural 
and  almost  hyperborean  States  compare  in  all  that  constitutes  the 
true  greatness  of  a  State  with  their  more  richly  endowed  and  happily 
located  sister!  Thoextentof  herterritory  is  vastly  greater  thanthat  of 
any  of  them,  yet  the  census  of  1870  shows  her  population  to  have  been 
but  582,031,  of  whom  49,310  were  Chinese  ;  while  Iowa,  four  years  her 
senior,  had  a  population  of  1,194,020;  Wisconsin,  hut  two  years  her 
senior,  a  population  of  1,064,985,  and  Minnesota,  nearly  eight  years 
her  junior,  was  nearly  her  equal  in  population,  having  446,056. 

Time  will  not  permit  me  to  run  a  parallel  between  her  and  each,  of 
these  States.  To  make  the  contrast  with  Iowa  or  Wisconsin  would  pre¬ 
sent  differences  so  striking  and  immense  that  they  would  stagger  credu¬ 
lity.  I  therefore  take  Minnesota,  the  youngest — eight  years,  or  nearly 
one-third  younger  than  she — and  the  most  remote  from  the  seaboard,  the 
one  also  whi  ch  stretches  farthest  into  the  wintry  north,  whose  boundary 
is  the  northern  boundary  of  the  country,  and  whose  season  for  the 
growth  and  gathering  of  crops  is  limited  to  half  the  year.  The  area 
of  California  is  188,918  square  miles,  and  that  of  Minnesota  83,000.  In 
1860  California  had  379,994  inhabitants  and  Minnesota  hut  172,023 ; 
the  increase  in  California  for  the  succeeding  ten  years  was  hut 
190,223,  while  that  of  Minnesota  was  274,033,  which  is  83,810  in  ex¬ 
cess  of  the  increase  of  California,  which  started  into  the  decade 
with  more  than  100  per  cent,  in  advance.  The  assessed  wealth  of 
California  was,  in  1880,  $139,654,667,  and  in  1870  it  was  $269,644,008; 
an  increase  of  a  little  more  than  90  per  cent.  The  assessed  value 
in  Minnesota  in  1860  was  over  $32,000,000,  and  in  1870  over  $84,000,- 
000;  an  increase  of  over  160  per  cent.  The  assessed  value  of  real 
estate  in  California  in  1830  was  over  $86,000,000,  and  in  1870  was  over 


$170,000,000,  showing  an  increase  in  real  estate  of  over  $109,000,000, 
leaving  but  about  $20,000,000  to  evidence  the  increase  of  every  other 
-species  of  property.  The  assessed  value  of  real  estate  in  Minnesota  in 
1860  was  over  $25,000,000,  and  in  1870  over  '$62,000,000;  showing  an 
increase  of  more  than  $36,000,000,  or  nearly  150  per  cent.,  and  an  in¬ 
crease  of  personal  property  of  over  220  per  cent.  The  indebtedness 
of  California  exceeds  that  of  Minnesota  by  over  $15,000,000.  The 
taxes  paid  in  Minnesota  in  1870  were  $2,646,372  in  legal-tender  money, 
being  $5,217,734  less  than  were  paid  in  California  in  gold.  Minnesota 
had  in  1870  923  more  schools  than  California,  and  the  number  of  chil¬ 
dren  in  attendance  in  the  wintry  State  of  the  Northwest  was  5,513  in 
excess  of  those  attending  in  the  genial  climate  of  California.  Minne¬ 
sota  had  234  more  churches  than  California,  fewer  convicts  by  1,42G, 
and  there  were  844  fewer  patients  in  the  insane  hospitals  and  asylums 
in  Minnesota  than  in  those  of  California. 

How,  Mr.  Speaker,  are  we  to  account  for  these  startling  contrasts  ? 
•Climate,  soil,  natural  productions,  geographical  position,  all  favor 
California.  Why  is  she  thus  laggard  in  the  race  for  civic  supremacy  ? 
It  is  because  she  has  preferred  to  maintain  as  money  a  currency  com¬ 
posed  of  a  commodity  which  other  nations  need,  and  the  volume  of 
which  cannot  increase  in  a  debtor  State  or  nation,  and  thus  to  make 
4all  enterprise  depend  on  the  use  of  private  credit ;  has  maintained  a 
monetary  system  by  means  of  which  they  who  lend  credit  absorb  the 
«sweat  of  the  laborer’s  brow,  together  with  the  results  of  all  productive 
industries.  California  rejected  our  national  system  of  money,  which, 
though  called  into  being  by  the  exigencies  of  the  war,  was,  as  I  have 
shown,  abundantly  authorized  by  the  terms  of  the  Constitution,  and 
sin  doing  so  deprived  herself  of  that  agency — a  cheap,  safe,  and  in- 
exportable  medium  of  exchange — which  made  the  progress  in  wealth 
and  all  the  blessings  attendant  upon  wealth,  churches,  schools,  gal¬ 
leries  of  art,  improved  means  of  transportation,  and  other  commercial 
facilities  throughout  the  North  and  East  more  remarkable  than  had 
■ever  taken  place  in  any  decade  in  the  history  of  this  or  any  other  coun¬ 
try.  Who,  in  view  of  these  facts,  will  claim  that  metallic  money  has 
Ibeen  a  blessing  to  California  ? 

The  gentleman’s  allusion  to  the  patriots  of  1790  led  me  to  another 
investigation,  which  proved  to  he  as  unfortunate  for  his  cause  as  his 
reference  to  California,  as  it  also  established  the  impossibility  of  a 
debtor  community  transacting  business  with  gold  and  silver  or  paper 
instantly  convertible  into  gold  and  silver  as  its  medium  of  exchange. 
He  said : 

The  patriots  of  1790,  with  their  slender  resources,  did  not  hesitate  to  assume  a 
-.national  debt  of  $90,000,000,  being  more  than  one-seventh  of  their  entire  possessions ; 
and  it  never  occurred  to  them  that  an  abandonment  of  the  specie  basis  would  make 
their  burden  lighter.  They  knew  from  their  terrible  experience  with  continental 
currency  that  all  their  evils  would  be  painfully  increased,  by  a  resort  to  paper 
money.  .And  in  their  poverty,  with  no  accumulated  capital,  with  manufactures  in 
feeblest  infancy,  with  commerce  undeveloped,  with  low  prices  for  their  agricultural 
products,  they  maintained  the  gold  and  silver  standard,  they  paid  their  great  debt, 
they  crew  rich  in  the  property  which  we  inherited,  but  far  richer  in  that  bright, 
ansullied  honor  which  they  also  bequeathed  to  us. 

Is  the  gentleman  sure  they  did  not  resort  to  paper  money  ?  Let  ns 
-  see.  They  had  not  gold  and  silver  enough  for  currency,  and  without 
a  medium  of  exchange  society  was  impossible.  If  they  could  not 
ihave  gold  or  silver  they  must  have  some  other  medium  of  exchange, 
sand  they  resorted  to  bank-notes  as  a  substitute  for  money.  They  made 
uhe  experiment  of  aspecie-basisbank  system.  TheNew England  States 
were  especially  liberal  in  granting  charters  to  hanks,  providing,  how- 
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ever,  in  each  case  that  the  capital  should  he  paid  in  full  in  specie,  and 
that  thebanks  should  always  retain  a  sufficient  amount  of  specie  in  their 
vaults  to  secure  the  prompt  convertibility  of  the  notes  they  might  issu6. 

All  the  legal  provisions  that  ingenuity  and  their  past  experience  of  the 
evils  of  paper  currency  could  suggest  were  embodied  in  the  charters  of 
the  banks  as  safeguards  of  the  currency.  Yet  the  capital  was  not 
paid  up  in  specie,  nor  were  any  of  the  banks  able  to  obtain  and  keep 
specie  enough  to  give  convertibility  to  their  notes,  and  the  conse¬ 
quence  was  that  in  1809-’10  the  people  of  New  England  suffered  anew 
a  collapse  of  the  currency,  on  the  solvency  of  which  their  busi¬ 
ness  and  estates  depended  almost  as  absolute  as  that  which  had 
occurred  with  Continental  money.  I  have  upon  my  person  a  five- 
dollar  note  of  the  Farmers’  Exchange  Bank  of  Gloucester,  Rhode 
Island,  dated  J uly  1, 1808.  When  the  general  insolvency  occurred  this 
bank,  with  scores  of  others,  became  the  subject  of  legislative  investi¬ 
gation,  in  the  course  of  which  it  was  ascertained  that,  with  over  six 
hundred  thousand  of  notes  in  circulation,  it  had  $86.4(3  in  specie 
in  its  vaults.  The  Coos  Bank  of  New  Hampshire  was  without  any 
specie,  though  its  notes  were  as  abundant  as  the  leaves  of  the  forest. 

Of  the  Berkshire  and  Northampton  Bank,  both  of  Massachusetts,  it  is 
reported  that  when  their  vaults  were  examined  one  had  thirty  or  forty 
dollars  in  it  and  the  other  was  entirely  empty.  And,  in  the  discus¬ 
sion  in  Congress  upon  the  bill  to  charter  a  bank  of  the  United  States 
for  the  purpose  of  supplying  the  people  with  money  by  making  its 
notes  legal-tender  in  payment  of  all  dues  to  the  Government,  and  thus 
imparting  to  them  the  quality  of  general  acceptability,  it  was  stated 
that  legislative  inquiry  had  established  the  fact  that  in  all  the  banks 
of  Massachusetts  there  was  not  specie  enough  to  redeem  the  notes  of 
one  of  them.  And,  sir,  I  affirm  that  it  will  ever  be  thus  while  the  Gov¬ 
ernment  fails  to  exercise  its  prerogative  of  furnishing  the  legal- tender 
money  of  the  country,  regulating  its  value  and  providing  for  its  re- 
deemability  by  its  receipt  for  all  dues  of  any  nature  whatsoever  to 
the  Government  itself  and  in  exchange  for  any  and  all  interest-bear¬ 
ing  obligations  it  may  issue. 

But  I  am  trespassing  upon  the  patience  of  the  House ;  yet  before 
closing  I  must  say  that  the  maintenance  of  a  monetary  system  of 
which  gold  shall  be  the  basis  has  become  impossible  to  any  but  the  lead¬ 
ing  creditor  nations  of  the  world,  France,  England,  and  Germanymay 
maintain  such  a  system  in  a  qualified  measure,  but  no  other  country 
can.  The  mines  of  all  the  world  do  not  yield  gold  enough  to  serve 
the  single  purpose  of  paying  the  annual  interest  on  the  bonded  debts 
of  nations,  the  greater  part  of  which  are  held  by  the  people  of  the 
countries  I  have  named.  They  have  thus  become  a  great  reservoir 
of  bullion,  the  supply-pipe  of  which  is  proving  to  be  a  fatal  exhaust- 
pipe  to  all  debtor  countries  that  use  metallic  money  or  base  their 
paper  currency  upon  gold  or  silver. 

The  bonded  debt  of  the  nations  of  the  world,  apart  from  municipal 
and  corporate  debts,  is  now  over  £4,200,000,000  or  $21,000,000,000,  the 
interest  on  which  is  payable  in  gold  at  various  rates,  from  that  paid 
by  Holland,  which  is  but  2f  per  cent.,  to  that  of  18  per  cent,  which  is 
promised  by  Mexico.  Already  something  more  than  a  score  of  states 
or  nations,  including  those  of  which  the  gentleman  from  New  York 
[Mr.  Cox]  spoke  the  other  day  as  the  “miserable  republics  of  South 
America,”  have  declared  their  bankruptcy  by  avowing  their  inability 
to  meet  the  interest  on  their  bonds  The  indebtedness  of  these  bank¬ 
rupt  States  and  nations  amounts  to  £238,586,476,  of  which  over  > 
£160,000,000  are  due  from  Spain  and  over  £5,000,000  from  Greece. 
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If  gentlemen  wish  to  examine  the  details  of  this  indebtedness  and 
the  rate  of  its  progress  during  the  last  decade  they  will  find  it  set 
forth  with  a  good  measure  of  completeness  in  Britain  A.  Hill’s  recent 
work  entitled  Absolute  Money.  The  facts  are  terribly  suggestive  of 
the  thought  that  the  bursting  of  the  bubble  of  national  credit  may 
soon  overshadow  the  interest  attached  to  the  collapse  of  John  Law’s 
South  Sea  bubble. 

In  legislating  on  this  vital  subject  gentlemen  should  remember  that 
it  is  the  productive  industry  of  the  people  that  enriches  a  nation  and 
replenishes  its  treasury ;  that  it  is  labor,  and  not  coin,  that  maintains 
the  frame-work  of  society  and  supports  the  public  credit ;  and  that 
whatever  stimulates  societary  motion  and  facilitates  exchanges  of 
commodities  promotes  the  welfare  of  the  people  and  enables  them  to 
contribute  to  the  strength  and  revenues  of  the  Government. 

By  contracting  our  money  we  have  contracted  production,  re¬ 
stricted  consumption,  impoverished  the  people,  and  reduced  the  pub¬ 
lic  revenues.  Under  the  statutory  threat  of  forced  resumption,  which 
the  gentleman  would  intensify,  capital  shrinks  from  investment  in 
any  form  or  character  of  productive  industry,  and  seeks  safety  and 
profit  in  untaxed  securities  of  the  Government.  Values  continue  to 
shrink.  Business  is  conducted  at  a  loss  and  taxes  are  paid,  not  out  of 
current  profits,  as  they  should  be,  but  out  of  principal.  Each  day  con¬ 
sumes  the  substance  of  the  people,  and  we  are  traveling,  not  toward 
the  resumption  of  specie  payments,  not  toward  a  favorable  balance  of 
trade,  but  toward  individual,  corporate,  and  national  bankruptcy. 

Mr.  Speaker,  Mr.  J.W.  Schuckers,  who  was  confidential  secretary  to 
Salmon  P.  Chase  during  his  administration  of  the  finances  of  the  coun¬ 
try,  published  about  a  year  ago  a  pamphlet  entitled  “  The  Finances, 
Panics,  and  Specie  Payments,”  with  the  motto,  “  Facts  speak.”  It 
contains  many  instructive  bits  of  history,  with  sage  deductions  there¬ 
from,  and  in  conclusion,  borrowing  my  language  from  this  little  work, 
I  say  to  the  House,  as  I  said  to  my  constituents  on  the  15th  of  May 
last,  when  promising  to  carry  the  agitation  for  currency  reform  into 
every  hamlet  of  Pennsylvania,  “  That  the  party,  democratic  or  repub¬ 
lican,  or  whatever  its  name,  which  forces  resumption  of  specie  pay¬ 
ments  prior  to  the  practical  extinction  of  the  national  debt,  whether 
that  be  in  ten  years  or  thirty,  will  be  trampled  to  death  under  the  feet 
of  the  people.  Let  the  future  political  history  of  the  country  be  wit¬ 
ness  as  to  this !”  [Applause  on  the  floor  and  in  the  galleries.  ] 

2  K 


o 


